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1. Introduction 

1 Q: PLEASES ss. 

2 A: My iiatne is Lila P. Muiisey. My position is Manager of Regulatory Services, 

3 Kentucky Power Coinpaiiy (“Kentucky Power, KPCo or Company”). My business 

4 address is 101 A Enterprise Drive, Frankfort, Kentucky 40602. 

. Background 

5 S OUR EDUCA 
6 S 

7 A: I received a Bachelor of Science in Civil Engineering degree from Purdue 

8 

9 

Uiiiversity, West Lafayette, Indiana in May 1978 aiid began my career with 

Appalachian Power Company (“APCo”) as a Civil Engineer in the Hydroelectric 

10 Department. In August 1983, I was promoted to the position of Cost Allocation 

11 Analyst for APCo where I conducted iiuinerous studies to support retail rate filings 

12 aiid regulatory iiiteractioiis with the West Virginia aiid Virginia regulatory 

13 corninissioiis. 111 November 1985, I was transferred to the Rate Department in 

14 American Electric Power Service Corporation, a subsidiary of American Electric 

15 Power Coiiipany, Iiic. (“AEP”), in Columbus, Ohio, as an Associate Rate Analyst 

16 where I developed and supported operating company retail rate filings within AEP’s 
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1 seven eastern states. I was promoted to Rate Analyst iii November 1989 where I 

2 

3 

4 

5 

developed, supported, and testified in retail filings concerning cost of service issues. 

In January 1998, I inoved to the iiewly formed transmission pricing group 

as a Traiisinission Contracts & Regulatory Specialist for AEP. In tliis capacity, I 

prepared AEP’s FERC transmission rate filings, including traiisinission cost-of- 

6 

7 

8 

service studies, rate design, and tariff development in support of tlie Regional 

Transmission Organization (RTO) developineiital filings aiid negotiations for tlie 

Alliance TraiisCo aiid ultimately AEP’s entraiice into PJM’s RTO on October 1, 

9 

10 

2004. I also prepared long-term reservation Contracts with other utilities arid 

developed a contract inaiiageirieiit traclting system, provided expertise 011 AEP’s 

11 

12 

Open Access Transmission Tariff and tariff revisions as necessary, aiid developed 

tlie merger-related FERC filings required for AEP’s merger of tlie operating 

13 

14 

15 

16 

17 

coiripaiiies in the seven eastern states with those in the four western states 

previously luiown as Central & Southwest (CSW). In June of 2000, I was 

promoted to Senior Regulatory Consultant in the Traiisniission & Iiitercoimectioiis 

department, which becaine part of the Regulated Tariffs depai$ment in 2005. In 

Septeinber 2010, I transferred from AEP to Kentucky Power wliere I assuiiied my 

18 current responsibilities aiid position. 

19 ES AS MANAGE F 
20 A S E 

21 A: I supervise aiid direct the Regulatory Services of the Company, wliicli has the 

22 responsibility for rate and regulatory inatters affecting Keiituclty Power. This 

23 inclLides tlie preparation of and coordination of the Company’s exhibits and 

24 testimony in rate cases and any other forinal filings before state aiid federal 
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1 regulatory bodies. Another responsibility is assuring tlie proper application of the 

2 Company’s rates to all classifications of business. 

3 RT? 

4 A: I report to the Managing Director Regulatory and Fiiiaiice of Kentucky Power, Mu. 

5 Raiiie I<. Wolinlias, who is also located in Frankfort, Ikntucky. 

6 NAL LICENSES? 

7 A. Yes, I ani registered as a Professional Engineer in the State of Ohio and in the 

8 Commonwealth of Virginia. 

9 N ANY REGULAT 
10 

11 A: Yes. I testified before this Coinmission in I<entuclcy Power Case No. 91-066, a 

12 regulatory proceeding involving the acljustiiient in electric base rates for Kentucky 

13 

14 

Power. I have also presented testimony for Wheeling Power Coinpany before tlie 

West Virginia Public Service Coinmission and for Appalachian Power Coinpany 

15 before the Comnionwealth of Virginia State Corporation Coinmission. 

17 E 
18 

19 A: My testimony has two pui-poses. The first is to support tlie Company’s request to 

20 refund the total net over-collection during the expense months of May 2009 tlxougli 

21 April 2010 of environmental costs in the amount of $69,860. The second purpose is 

22 to deinoiistrate tlie reasonableness of the application of tlie Company’s monthly 

23 enviroiunental surcharge during the six month period ended June 30,20 10. 
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1 

4 A. June 30, 2009. On January 20, 2010, the Commission entered its Order in Case No. 

5 2009-003 16 accepting Kentucky Power’s proposed adjustinelit for tlie two-year 

6 period ended June 30, 2009 and closing the proceeding. 

7 Q* 
8 
9 

10 A. Yes. Tlie expenses at issue were incurred between and including May, 2009 and 

11 April, 20 10. Because Kentucky Power’s surcharge is billed on a two-month delay, 

12 these expenses were not reflected in tlie Coinpany’s filings during the two,-year 

13 period at issue in Case No. 2009-003 16. 

14 
15 

16 A: During Kentucky Power’s review of its monthly enviroiimental filings for tlie six 

17 month period under review in this proceeding, tlie Conipany discovered that it had 

18 inaccurately reported the expenses associated with its approved eiiviroiunental 

19 projects for Cardinal Unit 1. More specifically, tlie erroneously repoi-ted expenses 

20 were associated with Cardinal Unit 1 SCR and Scrubber FGD inainteiiance costs. 

21 Q. 
22 WAS AN QBV 
23 
24 
25 

26 A. No. It varied from month to month. For the billing period January 1, 201 0 tlxougli 

27 June 30, 2010 (Noveinber 1, 2009 tlxougli April 30, 2010 expense months) tlie 
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SCR & Scrubber 
(FGD) Expense 

MontWYear 
November 2009 

December 2009 

1 

2 

3 

4 

5 
6 
7 

8 A: 

9 

10 

11 
12 

13 A: 

14 

15 

As Filed 011 Revised on Over CO'S Response to 
ES Forin 1 .OO, ES Form 1 .OO, (Under) Staffs Item No. 1 

Line 7 Line 7 Recovery Refererice Page 
$1,02 1,249 $1,03 1,205 ($9,956) Page 4 of 57 

$2,49 1,34 1 $2,49 1,34 1 $0 Page 13 of 57 

Coinpany over-collected $943 18. For the preceding six month period July 1 , 2009 

through December 31, 2009 (May 1, 2009 tlxougli October 31, 2009 expense 

months) Kentucky Power under-collected $24,6S 8. Netting the two six-iiioiith 

totals yields the $69,860 over-recovery tlie Coinpany proposes to refund. 

OVER-STATE 
(FG 

EXPENSE? 

Yes. Some of the Cardiiial Unit 1 SCR aiid Scrubber (FGD) properly includable 

maintenance expenses (including negative expenses) were not iiicluded in the totals 

reported during tlie monthly filings. 

L MENTAL 
u S? 

Yes. When ES Form 3.1 '3, Lines 10 and 11 are revised and the results are carried 

forward to tlie other affected fonns, i.e. ES Forin 1 .00, Line 1 , tlie monthly results 

as found on ES Forin 1 .00, Line 7 are as follows for each of the six month periods: 

January 20 10 $1,148,441 $1,071,532 $76,909 Page 22 of 57 

February 201 0 $699,695 $672,134 $27,561 Page 31 of 57 

March 20 10 $1,060,0 13 $1,060,009 $4 Page 40 of 57 

April 20 10 $1,789,088 $1,789,088 $0 Page 49 0'57 
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SCR & Scrubber 
(FGD) Expense 

MontldYear 
May 2009 

July 2009 
J m e  2009 

August 2009 
Septeiiiber 2009 
October 2009 

Total 

As Filed 011 Revised on Over 
ES Foriii 1.00, ES Forin 1.00, (TJiider) 

Line 7 Line 7 Recovery 
$2,000,050 $1,999,718 $332 
$1,267,370 $1,267,367 $3 

$678,646 $678,649 ($3)  
$939,165 $948,166 ($9,001) 
$847,505 $856,982 ($9,477) 
$450,443 $456,955 ($6,5 12) 

$6,183,179 $6,207,837 ($24,658) 

1 NAIL, RESULT? 

2 A: The final result is the iiet of the $24,658 under-recovery aiid the $94,5 I8 over- 

recovery, or ail over-recovery of $69,860. 3 

8 A. The eiiviroiiineiital surcharge is a cost-recovery mechanism. As such, the costs of 

9 providing service that are recovered through the surcharge should be boriie by the 

10 custoiners who received the service resulting from the expenditures to be recovered. 

I 1  The sooner an adjustment is made for aii over-recovery or under-recovery, tlie 

greater the lilteliliood the costs recovered through tlie surcharge are beiiig boriie 12 

13 oiily by the persoiis who received the service resulting from the expenditures. With 

14 the passage of time (perhaps an additional year until the Company’s iiext two-year 

15 review) the greater tlie iiuinber of customers likely to leave the system (heiice avoid 

16 payiiieiit of the costs) or join tlie system (aiid hence be required to pay costs that 

17 were not incurred with respect to service they received.) 

18 
19 

ENT FAIR AN 
A 
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1 A. Yes. The proposed adjustment recoiiciles the costs properly recoverable through 

2 the surcharge to tlie rates collected. 

3 
4 

5 
6 
7 

8 A: Yes, the responses were filed on Septeinber 30,2010. 

9 
10 POSE? 

11 A. No. 

12 
13 
14 

15 A. Yes. With the proposed adjustment, the Company’s customers will have paid 

16 through tlie review period elided Julie 30, 2010 tlie full costs - but no inore - that 

17 are recoverable through tlie enviroixneiital surcharge. 

18 
19 

20 A: ICentucky Power Coinpaiiy respectfully requests the Commission issue an Order 

21 permitting the Compaiiy to refurid the total iiet over collection of eiiviroiiineiital 

22 costs in the aiiiount of $69,860. 
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1 
2 

3 A: Due to tlie relatively small amount of tlie total net over collection, the Coiiipany 

4 proposes a one time adjustment to the Company’s first montlily eiivironineiital 

5 surcharge filing following tlie Commission’s Order in tliis proceeding. The 

6 Company suggests inserting a h i e  between lilies 5 and 6 on ES Form 1 .OO in wliicli 

7 the $69,860 over collection amount would be subtracted from line 5 .  

8 

9 A: Yes. 
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